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I. INTRODUCTION 
. . .  

This matter was generated by a complaint filed with the Federal Election Conmission 
.... . . . .  - .  

("Commission") by the DNC Services Copration(DcmocratI 'c National Committee ("DNC"), 

requesting that the Commission investigate issues that were raised in the news media 

surrounding "certain contributions" to the DNC, including those of Chien Chucn "Johnny" 

Chung ("Chung") and his company Automated Intelligent Systems, Inc. ("AISI"). On June 17, 
.... 

1997, the C d o n  found reason to believe that Chung and AIS1 each violated 2 U.S.C. r . .  

.Q 441e(a) and that Chung also violated 2 U.S.C. 9 441f of the Federal Election Campaign Act of 

1971, irs amended ("the Act"). Since that time, Chung has pled guilty to criminal conspiracy to 

violate 2 U.S.C. 55 M1a and U1f in connection with two conduit schemes, including S~O,OOO in 

reimbursed contributions to the ClintodGore '96 Primary Committee. Chug has been 

. ' 

sentenced to five years probation and 3000 hours of community service, and has testified before 

the House Committee on Government Reform.' 

- - .  . .  
I 

Committee has made the notes of its representatives publicly available on its website. 

In addirion. two rcppcsentarivcs of this Office attended a briefing and interview with Chung and his lawyer 
on April 26-27.1999. along with representatives of the House Committee on Government Reform. The House -. 
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I Finally, this Office recommends that the commission take no 

fixha action with re- to AIS1 and close the file with respect to that respondent. 

nm FAcruAL AND LEGAL ANALYSIS 
. . .. 

A ADDkabk! Law 

1. Section 441a 

The Act pro videsthat no person shall make contributionsto any candidate and his 

authorized political committees with respect to any election for Federal office which, in the 

aggregate, exceed S1,OOO; to the political c o d t k e s  established and maintained by a national 

political party, which arc not the authorized political committees of any candidate, in any 

calendar year which, in the aggregate, m d  S20,000, or to any other political committee in any 

calendar year which, in the aggregate, c x d  SS,O00. 2 U.S.C. 0 44 la(a)( 1). An designated 

contribution is appliedto the candidate's next upcoming election. 1 1 C.F.R 0 1 lO.l(b)(2)(ii). 

Pursuant to 2 U.S.C. 0 441a(a)(3), an individual is prohibited fiom making contributions 

.. 

aggregating mort than $25,000 in a calendar ycar. Furthennore, any contributions made to a 

candidate in a year other than the calendar year in which the ektion is held with respect to 

which such a contribution is made, is considered made during the calendar year in which such 

electionisheld 

2. section 44le 

The Act prohibits the solicitation, making, acceptance and receipt of any campaign 

contribution h n  fordgn nationals: 

. - It  hall b~ d a m  for a foreign Ltioni'directly or through any other person to make 
any contribution of money or othcr thing of value, or to promise expressly or impliedly to 
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_. -. any such Contributiori, in CoMCctl *on with an Cktion to any politid office or in 
convention, or caucus held to select candidates for 

person to solicit, acccj?t, or &V;c'any'di contribution ' 
. . . . . .  . . . . . .  . .: 

. . .  ... .; . . . . . .  : i ... .. .j ' a 8 foreign dd. . -  . .  
. .  . .  ..A. ... . .  

.' . . .- . . a. . i  . . .  
. . . . . . . .  ' 2  U.S.C. 4 441e(a). Section 441e thus prohibits even a U.S. citizen's use of money acquired 

. .  . .  

&om a kreign national, ifthat money was acquired for the purpose of enabling the foreign 

national to make political contributions. Commission regulations M e r  prohibit foreign 

. 
. . . . . .  .... :.:. . . .  . . . . .  . .  

I . ..'. . . . -  .. ,,.. , . . . . . . .  .: . r .  

. _. 

'tl 
3 .  nationals h m  participating in any decision-making process Irgading any f c d d  or non-fkdcd 

election-related activities, including contributions or expenditures. 1 1 C.F.R. 0 1 10.4(a)(3). 

These prohibitions apply to all fideral, state, and local elections, and to both cxpmditu&and 

contxibutions by fbreign nationals. 1 1 C1.R 8 1 10.4(a)(1). The prohibitions of Section 441e 

apply to all contributions "in connection with an election to any political office," including 

contributions to the non-fbderal accounts of national party committees.' 

3 
). 

a 

,!j 
..- i 

7 

U u 
E 

The Act defines "foreign national" as either a f e g n  principal as defined in .. 
- \  

22 U.S.C. 8 61 l(b), or a noncitizen who is not laudidly admitted for parnanent residence as 

defined in 8 U.S.C. 8 1 IOl(a)@O). The tenn ''foreign principal" includes: 

(I)  a g~venunent of a foreign country and a fomgn political party; 

(2) a person outside the United States, unless it is established that such person is an 
individual and a citizen of and domiciled within the United States, or that such person is 
not an individual and is organized under or created by the laws of the United States or of 
any State or other place subject to the jurisdiction of the United States and has its 
principal place of business within the United States; and 

(3) a partnership, association, corporation, organization, or other combination of persons 
organized under the laws of or having its principal place of business in a foreign country. 

2 

contributions for fcdcnl elections, P.S. v. Tie, 23 F. Supp. 2d 55 (D.D.C. 1998). the Court of Appeals for the 
District of Columbia Circuit recently ruled that Section 441(e) prohibits foreign soft-money donations. 
Jbnchanal& 1999 WL 798065 @.C. Cir. October 8.1999). 

Although m e  d M a  couet bas held that the fwign national prohibition 81 Section 44 Ic(a) applies only to 
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. . . . .  Thus,SeCtion 441e of the Act prohibits h i g n  national iudividuals,-g&~uw;inments;.~' . . . .  ... . :.. + . <  .,.... .. ..... . .  .. -. 
other entities fiom making contributions a expenditures in connection with fedcral;&,:and. . 

. . . .  . . .  . .  

. I  

local elections, and h m  participating in the.decision-malcing process regarding such 

colltributions and expenditures.' 
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1 

contributor individual; recipient); MUR 4239 (m) &wouimr individual; recipient); MUR 3801 (Sharon Pnrr 
Kelly Committee) (recipient); MUR 3541 (SchocmQI) (contributor individual; solicitoc and recipient); MUR 3460 
(Sports Shinko) (contributor domestic subsidiary of foreign corporation and foreign national dkctors); and MUR 
2892 (Friends of Frank Fad) (contributor individuals and coprations, instrumentality of a foreign govenirimcnt). 

For other matters ukkssing 2 U.S.C. 0 a l e ,  see MUR 4398 (Kramcr) (Commission conciliated with 

) ..... 
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Chmg, a United States citizen since 1988, was, during the time relevant to this matter, . 
.. .. ._ .. 

the chairman a d  CEO of AISI, a Califbnria Corporation engaged in the h x  broadcast systcm 

business. w e  this was a legitimate business, it was not profitable; howcwr, U S 1  received 

&able sums from investors in the Fmpany during 1993 and 1994. Beginning in 1995, through . ...: 1 .  ,., ..... 

. .  

: ’ ”-‘.”’’;’ - 
, .  ....... . .  

the end of 1996, Chung derived significant income fiom Chinesc busincsS contacts, for whom he 

introducing them to government officials. 
... 

As discussed below, &om 1994-1996, Chung, individually and through AIS& made 

aPP roxhmely $400,0oO in political contributions, including S366,000 to the DNC. It appears . 

that the ~OUTCC of $20,000 of Chug’s contributions during 1996 wen foreign nationals who 

transfemd funds to Chug fbr the purpose of making political contributions, and that Chuag 

accepted and received funds to be used for that purpost, in violation of 2 U.S.C. 0 441e(a). . .  

During 1996, C h u g  also contributed, in his own name, Sl0,OOO to the Democratic Senatorial 

Campaign Coxnxnittee, and $1,000 each to the Kmy Committee primary and general election 

accounts. Through conduits whom he reimbursed, Chung contributed another $8,000 to the 

Kerry Committee in 19% and at least $20,000 to the ClintodGore ‘96 Primary Committee 

(“Clinton/Gorc ‘96”) in September 1995. 
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2. ~ V e ! C o ~  ~~f a d ’  eN eso . .  
..... - .othas’ 

! 
(L ore ’96 C e n m  Citv Fundraiq 

In 1995, Chung became a member of the C h t d G o r e  ’96 Southern California F k c e  
. .  

Comcil and commincd to raise $100,000 in contributions. &Exhibits 67 and 68 to the Interh 

Report and the House deposition of Kimberly Ray (“Ray”).’ In connection with a September 21, 

1995 fund-raising dinner in Centmy City, Califbmia, Ray, Southan California Finance Director 

, 

. .  

. .  

for ClintodGore ‘96, sent a letter to Chtmg dated August 5,1996, stating that she hoped ”you 

enclosed remit cards for contributors to fill out and d to ClmtodGore ’96 along with their 

contributions. Exhibit 67 to the Interim Report. On September 11,1995, Ray faxad a 

memorandum to Chung, asking for a list of names for preliminary seating purposes for the 

Septemk 21 dinner, and advising that people could not be part ofthat seating unless their 

contributions were rcccivcd by September 19. The memodum fiathcr advised that 

“[s]ubstitutions. .. (Le. Susie Smith paid S1,OOO but Johnny Jones is attending in her place)” had 

to be called in by September 20. The manorandm ends with “Johnny-I’m not showing any 

individual commitments or contributions toward your 1 OOK commitment you made to Tmy 

WcAulifi, ClintodGore ‘96’s National Fiua~ice chair]. T i e  is nmning out. Please advise.” 

4 The evidence in this section is drawn fiasn the public record. 7’he sources include the Criminal 
Infomation in US. v. Chunk No. CR 98-230. exhibits to the Interim Report of the House Committee on 
Government Reform and Oversifit Campaign Firwrec Investigation and Related Matters rlnterim Report”’), the 
House deposition testimony of Irene Wu, Nancy Lee, Kimberly Ray and Karen Sternkld. and disclosure nporu 
filed with the Commission. These mamiah, some of which have been partially redacted by the House Committee, 
arc publicly 8vaihbk. In instances where the Co_mmissiOm obtaiied documents during the course of its 
investigation which were also available on the public record. the nfmnce is to the public record. 

.. - . . . .  
5 All exhibit references am to Chapter IV, Part C of the Interim Rcpoh 
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. . .  . :  1. On September 19,1995, mung firxed to Karen Stadeld (“stanfeld”), ClintodGore ’96 

Deputy Finance Director for Southem Califbrnia, a list of 24 guests who would be attcnding the. 

September 21,1995 dinner, including himself, his Wife, employees of AIS, and others. Exhibit 

42tothe Interim Report. Accardingtothc htcrkn k p o r t , t h ~  list also included several Chixksc 

nationals who were ineligible to contribute to ClintodGore ’96. In ha House deposition, 

Sternfeld testified that mung brought a $25,000 check made out to the DNC to the Century City 

e k t .  Stedeld fixther testified that “I told Mr. Chung at the time that I couldn’t accept that 

‘check. ... I let him know that we needed individual contributions fiam his guests.” She testified 

that she also told mung that wntributions to ClintodGore ’96 were limited to S 1,000 per 

individual. Sterdeld testified that Chung told her he would ”messenger the checks or Ms. Wu 

would bring them the next day.” According to the Chug Criminal Information, C h u g  attended 

the dinner with approximately 20 guests. 

. .  

In her House deposition, Irene Wu (“Wu”), who had been an AIS1 employee since 1994, 

testified that she received a telephone call the next morning from Stedeld, who told Wu that 

Chung lpd given a check the Committee could not accept, and that they still needed individual 

checks for the event. Wu testified that she told Stmrfcld that all the guests had I& and she 

could not get the individual checks anymore, and that Stemfeld responded that the contributors 

did not necessarily have to be the same people that attended the event. Stedeld said that she . 

- - . .  . .  

::. .+ :. 

. .  ..... 
.. 

. . . .  . .  
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.i Wu could deliver the checks to her there. . . .  . . .  . . . . . . .  . . . .  .... . .  . .  
..a. . 

Wu firrthertestifiedthat when Chung arrivad at the AISI offices, Wu had spokent6 . 

. . .  

' I:. '&.l . . .  .. .:>:-:,,: --: 
.. ' 

we knewwc had to take care ofthis, so wc started talking about it, 

individual check." And I dcmtoad it as part of m y  job in 
assistinghimthat1 would call around and getthe checks together. 

.. . . . . . .  ' . '$8 . . . .  .:. . '  
: 9.. 
.:=A: 

whatnccdstobedone. Andsohesaid,"wehavetofhdthe. 
. .  ...- . ..... 

. :  

According to Wu, Chung told her that he was going to reimburse the individuals who contributed 

W i t h d  
. .  . . . . .  

. .  . *. 
* .  

Wutestificdthat she wrote aS1,000 check to CfintodGorc '96, and was reimbursed by 

Chung. Wu fiather testified that she collected checks h n  other AISI employees, and also asked '. 

her fmer husband to find people to make contributions, which he did. In addition, Wu called 

Nancy Lee ("Lee"), who worked as a part-time bookkeeper fbr AIS1 gt night, and workcd full- 

timeatanothacompanydcdduringtheday. W u t o l d h e r a b o u t t h e c a l l f i o m K a h n S ~ ~ ~ " " ' ~  . . . .  . :. 

. .  

.. . . .  . . -  
' , .. 

and asked Lee to help her get together individual checks. In her Housc deposition, Lee ttstificd 

that Wucalled her, askcdherto collect $1,000 checks asafiwr, and that Wu said she was 

willing to exchange cash for the checks. La wrote a $1,000 check hersclf and collected S 1 ,OOO 

checks to Clinton/Gore '96 h m  scveT81 of her c 0 - h  and others. Twenty individual Sl,000 

checks wcrc collected by Wu, her fonna husband, and Lee. According to the Chung 

. ' ' 

Informaton, at Chung's direction, cash was withdrawn fiom two of Chung's personal bank 

accounts, and at Chung's direction, an AISI employee delivered S1,OOO in cash to each of the 

twenty conduit contributors to reimbursc-them-fof the $1,000 checks they had written to 

. .  
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CheCkscolIectedthat day. Sternfeld testified that afkhceivingthe checks hrn Wu, "at that 

. .  

point [ChungJ had firlfilled his commitment for the dinner." 
.. 
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b Ibe hvtnty conduit cummitom appear to have ken Irene Wu. Na-Cbi "Nancy" Lee. Woody H w g ,  
Lmg-Mi Chian& Ya-Hui Kao Hwang, Hsi-Qlun Tsro Kan& Anna L. K u l u q  Mike Yen-Wen Wan& Steven 
Lin. Annie Ho, Chiig Kai L i  Chin Lin. Chun Ju Cheng. Meng Eng Sun. Yen Ling Shaa Susan Tan. William 
cheun& lkodora Stantrjsky. Xi- Shan d- Shih mkn Ljn. See the lnterhn Chapter IV. Part C and 
Irene Wu'r House testimony. ClintonKiore '96 rrpowd receipt on September 29.1995 of $1.000 contributions 
from each of these individuals. Ibe Kerry Committees infiL also reported a contribution fiom a Shih Chieh Lin. 
This -ice believes that this is the same individual as Shih Chien Lin. 

j 

.. 
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b. JCm Committee Fundraim 

Johnny Chung also made contributioas through conduits to the K m y  Committee. In a' 

fbc to Chung dated July 31,1996, Barbara Kaltenbach of the Kerry Committee stated that the 

two ways C h u g  could be helpfid to Senator Jobn Kerry would k to host an cvent in Los 

Angela in September or to contribute to the Massachusetts State Democratic Party. Exhibit 

98 to the Interim Report. In her House deposition, Irene Wutestificd that she received a call 

fiom the Kerry Committee saying that S d o r  Kary would be in town and Chung had promised 

to host an event for him. Wu and Chung talked, and decided to host a fundrum gcocktailevent 

on September 9,1996 at the Peninsula Hotel in Beverly Hills, California Wu stated that 10-12 

people attended the event. 
-.J 

According to the csiminal Information, Chug attended the September 9,1999 cvent 

with four guests, and in order to pay for thwe guests Chug and others agrced that Chung would 

contribute $8,000 of his own money to the K e y  Committee through conduit contributors. Wu 

testified that right befbre the event, when they were already at the hotel, Chug asked her to 

makc a $2,000 contribution to the Kerry C o d t t e c  in connection with the evint, and said that 

he would reimburse her. Wu was present when Chung also asked AIS1 employee Shih-Chid 

(Michael) Lin and Chung's chaufhr Steve Huang to write checks to the Kerry Committee, for 

which he said he would reimburse them. Wu identified an individual named Ernest Lee as an 
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.----. . d & h o w  if he had beer; &bursed foi a pofitical &ntribution. a' 
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rcccipt on Septanber 12,. 19% of $2,000 d b u t i m  (dihded ' .... .: ' ' 

.': . . I. ._  . . : . . .  i . .  .. ..... ... 

.. ' 

. . Huang aud Ernest Let. Chug . .  wrote consecutively numbered checks, all dated September 9, 

1996, &om one of his personal bank accounts for $2,000 to each of these individuals; on the 
. .  . .  . . . . . . . . . . . .  ........ 

. .  ... . .  - .  . .  . .  
. .  chick~IrmeWu,Chungwrotcinthememoportion:"sJ.Kcrry." &Exhibit lOltothe-- t z .  . .  .... 

Interim Repoh' 

. . :  . . . . . .  . . . . . .  . . . .  . . . . . .  . .  
. .  
. I . : .  . .  . .  

~ 

lbe Kcrry Committee refunded each of these contributions on June 30,1997. 8 
, 
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4. Makine Contributions with Monev Received from Foreicln 
Nationals 

a. Business Associates 

B 

a 

In addition to making excessive conmbutions and contributions in the names of others. 
a Chung appears to have made contributions using foreib funds in violation of Sect L. ion a l e .  

Chung attended his first significant DNC hdraiser in August 1994, President Clinton's 38" 

birthday party, in connection with which he conmbuted SI 1.000 through AISI. Chung met DNC . 

.. . 
- 'I . .  

fhdraiser Richard Sullivan at this event. and thereafter Sullivan solicited contributions from 

him.. According to Chung's House testimony. not only did attending this event make him feel 

like a "V.I.P.," but "it was after this event that [he] began to realize the value and imponance that 

political donations could have on [his] ability to get access and to fhrther his business contacts." 

He realized that in exchange for contributions. attending events and getting pictures with the 

President and Vice-president, he could promote his business. pniculrrrly the possibility of 

obtaining access to important people for active or potential business clicnts and AIS1 investors. 



~ 

. . . . ' .:.: ..-... '.,.Wr- . :. .: .. .. . . .. . . .  
. . '. . .._'.. Q. 

.< ..:..; . . I.. 

. .. .:' .. . 
. j6 . .  . ' , ' .;:. .._ ' .  . . .  - . .. 

.. . . .  .. . 
tographs taken with hiih-level Americ&.offici& gmrefl&t : ~ --, 

.. .. ' 
.. . 

. .  . .  .. .::. ..., ..:-.:.:. , ... 
) . .  @e de-' . .  of youi importance." Chinese businesspeople. Chuni testified; were . . I. willing _. . to pa; . .. . ... . . .  . 

.. . .. . .. . .. . '. . .. .. - .'. . . ." him large amounts of money to obtain such photographs. ..: . . . ... . 
.. . 

DNC fimdraiscr Richard Sullivan solicited Chung's contribution 6f $40.000 for a 
..': . . . .. - . . ".'..? .. .. December 3, 1994 event in Los Angeles featuring the First Lady. At this fundraiser. Chung met . . .  . 

a woman who was associated with the Haomen Group. the second largest beer manufacturer in 

China. In mid-December, this woman sent S 100,000 to AIS1 .through a company called "Golden 

Treasure," to have Chung promote Haomen beer in the United States and to have an oppommiv . 

.. . .  
.. . . .  - -::: . 

p: 

.. - 
for Haomen Group representatives to meet with important persons. Thereafter. at Richard 

Sullivan's suggestion, C h u g  brought Haomen Group representatives (who were foreign 

nationals) to a December 19,1994 fundraiser. Chung, through .ANI. contributed S40.000. and he 

. .  
and his guests had their picture taken with Vice-president Gore. Chung also brought the Haomen 

. . .  1 
Group representatives to a White House holiday reception on December 20,1994. and the . . .  

Haomen Group representatives had their picture taken with President Clinton and the First Lady 

- a picture they used in China to promote Haomen beer. According to Chung. as 3 result of his 

China, and introduced him to many people. 

success in arranging meetings and pictures with high-level .hencan officials for the Haomen 

Group representatives, the Haomen Group people were impressed with Chung. talked him up in 
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4. No Further Action against AIS1 

AISI made four contributions to the n o d d e d  corporafc account of the DNC, totaling 

$91,000: contributions of $10,000 and $1,000 in August 1994 and two contributions of $40,000 

each in December 1994, one in connection with a DNC luncheon event in Los Angeles in early 

December featuring the First Lady, to which Chung brought family members, and the other in 

connection with a December 19,1994 dinner with the Vice President in Washington. D.C., to 

which Chug brought Haomen Group representatives. As noted prwiously, in mid-December. 

Chung had received $1 00,000 to promote Haomen beer and to secure access to key people for 

Haomen Group representatives. However, the money received fiom the Haomen Group falls into 

the category of activity which this Office recommends that the Commission not pursue beyond a 

finding of reason to believe, as discussed above. ' In addition, during 1993 and 1994. AISI raised 

........ 
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i.. ... 
Arne ofthe investors . . . . . .  appesfr fiom .' - ..- . . . . .  ............ .. . -. :: .;; ... 

.-- !, &C&B . .  pivided by Chung and AIS1 during this Office's investigation .. have 7 be& ,::<..:. foreign 
.:...; :-: . ... *.. 

. . . . . . . . . . . . . . .  .. -. . , .. . . :  . .  . . . .  
" ~ t i o d s ,  most were U.S. citizens or permanent residents at the time of their investments. Thus. :;\ . . . . . . .  .. ... . .  .... 

.. . . '  .... 
even without the %100,000 from the Haomen Group, bank records show that AIS1 would have 

had sufficient funds to make the S40,OOO contribution in connection with the December 19,1994 

f h d r a k .  Because AISI's Section 441e liability is unclear, and in order to focus this matter on 

the principal, Chung, this Office recommends that W, Commission take no mer action against 

. . . . .  . .  
'. . 

. i. 

k 
$4 

Automated Intelligent Systcms, Inc. and close the file as to that respondent. 
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